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ABSTRACT 



To, determine the consumption benefits at education, 



or 



this report details a study that explore'd the cost placed on itqms 
services associate*? with basic literacy in the nineteenth and 
twentieth centuries. The first section both explains yrtiy consumer 
prices for books, newspapers, and postage*are yalid indicators of the 
consumption benefits of education an'd outlines 'the basic approach to 
be used in the study. After the second section implements this 
approach to estimate 'the consumption benefits of acquiring literacy 
in nineteenth century England, the'third section compares the 
estimate with the pecuniary value and" costs of acquiring ^literacy. It 
argues that consumption benefits probably outweighed both* the 
pecuniary benefits and\the cost of literacy, and that changes in 
government policy with regard to consumer benefit^ may have, had a- 
stronger impact on the rise of popular li teracy^thah the policy 
measures usually emphasized, such as school provisions and child ^ 
labor restrictions. The *f inaj section brief ly considers modifications 
and extensions of these conclusions to developing nations in the 
twentieth century. (MM) 



7 



******************* ^ ****************************** *^*********^ 

* Reproductions supplied by EDRS are the best that can be made * 

* f > * \ from the original document. < * 
******************* ******************************************** ******** 



ERLC 



00 



• V 



U.S. DEPARTMENT OF EDUCATION . 
NATIONAL INSTITUTE OF EDUCATION 
EDUCATIONAL RESOURCES INFORMATION - 
CENTER (ERIC) 
^J^This document has been reproduced as 
received Irom the person or oninm^aiion 
originating it. _ ^ 

Minor changes have been made to impioviyr 
reproduction quality 

• Points oi view o'r opinions sidled in this docu 
ment do not necussanly represent official NIE 
position or policy- 



THE CONSUMPTION BENEFITS.* OF LITERACY* 



"PERMISSION TO REPRODUCE THIS 
MATERIAL HAS BEEN GRANTED BY 

. David. Mitch 



TO THE EDUCATIONAL RESOURCES 
INFORMATION CENTER (ERIC)." 



David Mitch 

Department of Economics 
Georgetown University 
Washington, D.C., 20057 



* Presented at the meetings of thie Comparative and International Education 
Society, Atlanta, Georgia, March 18, 1983. ^ 



r 

o 
c 



ERIC 



> 



J ■: ' . 

Economists have long recognized that 'in the cost-bene,f it analysis of 

education the benefit side should include not only the impact of education N on 

# <- , 

work-place productivity and earnings but also consumption* components . Such 

J components include not only the initial joy of^C" learning but also a longer 

• / ■ P^ ' ' \ 

terra stream of benefits from using, education off the job. One' could also ^s. 

^include, as a consumption benefit the possibility that higher levels of 

education lead to increased utility and satisfaction from one*s work as well ^ 

as increased earnings; but this possibility will not be pursued here. The 

existence of consumption benefits to education is of potential importance both 

' » ■ * 
in accounting for 'observed levels of ' educational •attainment and in policy 

analysis that assesses % value of education and that designs policies 

intended to alter the incentives for acquiring education. The actual 

importance of considering consumption benefits to education would obviously 

depend on their magnitude. If consumption benefits exist but are of 

it? ' 

'* negligible size relative to the impact of education on earning*, little would 
seem to be lost from omitting consumption benefit? in the ccst-benef it 

analysis of < education. However, my own impression Is that, little is currently 

1 

known concerning the magnitude of education's consumpticu benefits. I am only 

P - i. 
aware of two studies that have attempted to estimate the magnitude of 

• 1 ' x 

' consumption benefits, those'of Robert Michael and Edward Lazear. , And these 
studies arrive at opposite conclusions: Michael concludes that consumption 

V 

benefits are significant; Lazear concludes that the consumption value of 
J education is actually negative. One ^ obvious reason why few attempts have 

r 

beeji made to estimate consumption benefits and' why those attempts have yielded 
conflicting conclusions is that the amorphous nature of education's 
consumption benefits 'makes it difficult to develop a suitab|e' theoretical^. 
framework for tV^eir analysis and to locate markets <that attach prices or 
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values to these benefits. ' . 

T\)p.re would seem to be two wayfe to proceed in attempting to overcome 

these difficulties. One strategy would be to develop a theoretical model 

'capable of analyzing education's consumption^ benefit? . An alternative m 

■ , * % • • • 

strategy would be to look for markets ttfatvat tach observable values to 

eduqation'b consumption benefits. The 'studies by Lazear and Michael have 

emphasized the^f irst strategy.. ' Michael employs the household production model 

of Becker and Lancaster .to* analyze consumption ybfenef its . Lazea^ uses a fairly 

specific model of the determinants of the wealth maximizing level of 

educations' to assess consumption value by the difference between *the wealth 

maximixing and the actual years of schooling. *Alth6ugh both approaches are 

valuable and "have yielded important insights into. .the consumption benefits ofr 

education, as estimates of .the magnitude of that value they are subject to the 

\ criticisto t|tat the magnitude of their estimates are dependent on the specific 

assumptions of their "models. 

\ * 

.This paper -emphasises the alternative strategy to estimating 
consumption benefits: using market evidence on their magnitude. The paper is 
organized as follows.- 'The first;' section outlines the basic approach to be 
used\ The second section implements the approach to estimate the consumption 
J benefits of acquiring literacy in nineteen-century -England, a case I have 

examined in previous work. The third section compares the magnitude of my 

* " / 

estimate of consumption benefits of literacy with estimates of the pecuniary 

^ value and cdsts of acquiring literacy . It argues that consumption benefits 

were probably- net /negligible relative to either the pecuniary benefits or the 

cost of literacy^ It also, notes that the changes in government policy 

affecting\ consumption benefits of literacy may have been a much stronger 

impetus to. the rise oh popular literacy than the policy measures that are 



usually emphasized, namely school provision and child labor restrictions. The 
fipal sec.tion. briefly considers modifications and extensions of the • * 

conclusions "from the case of nineteenth-century England to, current developing 

* i - 

countries. . . N * . 



The starting point for the approach taken here to estimating the 

4 

consumption benefits of education is to note that obtaining those benefits « 

frequently involves^the use of other inputs in addition to, education; This is 

perhaps particularly evident for education in the 'form ^of basic literacy 

skills. Reading commonly entails the use of printed matters such as books ^nd 

newspapers; writing involves, pens, pencils and paper - atid where letters. are 
* • / A ( * 

involved - postage. This notion could cptlceivably be extended to higher 

•* levels of education. Thus enjoyment of esoteric works^in the arts and 

humanities dr the consumption of advanced treatises on pure mathematics and 

L philosophy fcQuld be viewed^ as Conditional on. specialized | training in those ^ 

area&. But* the foetus here will be on basic literacy. Inputs associated with 

basic literacyT^kill^ entails consumption benefits tuscfai as the consumer of 

4 +5 Of ' u " ■ 

those inputs receives what economi^ refer to^the consumer's surplus from 

■* r * 

their use. The consumer' s . surplus arises ^because the value the consumer 
derives* from consuming the good in question typically exceeds the price he has 

/ - • . 

to pay for it. A standard illustration .of .Consumer's surplus is to not;e t^hat 
• the person about to use a crowbar to .open up .a treasure chest would surely be 
willing to pay for more than the going ptice in a hardware store for the 
crowbar. 2 One can point to similar examples for the case of inputs associated 
with basic literacy. The consumer* who , comes across a bargain/ on a uped car or 
locoes his dream house in^the classifieds may reflect that he would have been. 



willing* to p v ay for" raore than the 25 cents it costs to buy t;he newspaper where 
f '» * * • '* 

he made these discoveries. The , surplus obtained is likely, to vary with trie J 

/ * % ■ ■ -3 / 

particular consumption activity involved. The consumer sending off his mail v 

' . r • \ • * ". .. \ - ^ . * 

may • b£grudgingly put a 20 cent c stamp r on ,his gas bill while being willing to 
paV. far more' than 20 cents ^ta send a letter to a loved one on the other, side ^ 
of the country. Insofar using consumption inputs such as newspapers .or- the 
mails also ktvfcails basic literacy, the consumer surplus derived from, ttiosfe 
.inputs can be viewed as a consumption benefit to literacy. 

* Using' the complimentary, inputs can be viewed as "a consumption 
adtivity that also uses ' literacy as an input. One indication that such a view 



is appropriate'^ the existence of rental markets providing literacy services 
tx> illiterates. In nineteen- century England illiterate migrants would get 
others to write letters to distant relatives , in some dases making payment; for 
the services. Thus Joseph Arch, the famous agricultural^ union organizer, 
noted in his autobiography: "A great many of the poor people who had children 

£nd relatives away from home, "but who*, could not write to tttem, used to come to 

* * * * ' 

my mother and asks her to write letters -for thenu" Flora Thompson, describing 
her ddticf; *r.t turn of a century post office, mentioned ttiat migrant laborers 
'from Ireland vould ask'^her to write t a few words ba<^ home; and Henry Mayhew 

describing mid-n5neteenth century London stTated that hawkers of street^ , x 

^ * 

3 

literature would also write letters .for a penny or, two. It-can be argued 

i. 

that the maximum amount an illiterate would pay to have a letter written or to 
have a letter, book, or newspaper read to him would be^equal to the consumer/ s 

surplus *he would obtain- from the letter, book, or newspaper. 'Hence t;he 

* ■ * «• 

consumer surplus derived from complimentary inputs such as letters, books, or 

newspapers can be viewed as a consumption benefit^ to literacy. 

. ' Although .the approach ' just described should be able to capture the 



basic dimensions of literacy's consumption value, it is subject to 
limitations. It relies on the concept of consumer's, surplus, a concept which' 
itself has received considerable criticism/ The main objection here is that 
the consumer's surplus construct measures the* surplus in monetary units while 
the valuation in utility terms placed on thos'e monetary units is likely to 
change as the ,consi*mer"s income rises due to obtaining more surplus. However, 

A • , \ . * o " . 

this problem is only likely to*.' be serious when the .good in question \ M 
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constitutes a substantial part of total money expenditure.^ This is .unlikely 

to be the case with the complimentary inputs- ass9ciated with. literacy. A more 

... , / .... 

serious problem in practice is likely to be* errors in measuring theo demand t 

'■ ■ . <r • * ' ' - 

curve;. Another, limitation is that- many, consumption uses of education may . 

• \ - 

either not be directly associated with complimentary inputs or if .the 

J 

association exists, level^of usage of the inputs may be hard to measure. Thus 

■ * . 

the approach is not well suited to capturing the /value of the immediate joy of 

learning. And many objects used in reading an<J writing may have public good 

aspects, e.g. street signs or political pamphlets, making it difficult to 

measure the usage »or their demand curves. But despite these limitations it 

f • : • I , « 

'should be possible to capture the va^-ufe of at least scuj of the cciumnptlon 

uses of literacy by looking at the nature of the demands for complimentary 
inputs . £, % - 



- 6 - 

I turn now to applying the approach just described to the case of 

"\ - - . . 

literacy in nineteenth century England. Besides personal familiarity based on 
previous research, there are a number of other reasons why I turn to this 

cask. First, England in the nineteenth* ceatury was what. could be labelled a 

' " ' ' / \ ■ • .■ 

semi-literate society. In, 1840 , roughly 60 percent of England's adult 

population appears to have b£en able to sign their names, by 1900 the 

proportion was approaching 100 percent. As early as the 1840s-, reading 

materials appear to have been well diffused among the working classes. 

Surveys of London in the 1840s indicate that the vast majority, of working 

class .households owned books and took in newspapers. Surveys of rural a^reas. 

also indicated that most farm laborers owned books (despite literacy rates 

under 50 percent for this group), although they were primarily confined to r 

basip religious^ books ; t newspapers or reading for pleasure "appear to have been 

c * 

l 5 
much less common in rural areas than the cities. That England at this time 

•k ' 

was semi-literate is relevant because it would suggest that the bulk of the 

population was at least aware of .the possibilities of reading and writing even 

■ >■ ■ * 

ijLnot posre3sing those skills. Thus issues related to the diffusion of 

• \ 

information concerning literacy or of fundamental change in outlook due to 
entering an educated society are of less concern than in societies where 
substantial segments of the population may have virtually^ no contact with 
literates. In addition, since literacy rates rose markedly in nineteenth 
century England, it provides ^the opportunity to consider the impact of any 

changes in consumption value on the rise of literacy. ' ■* ( 

'} 

A second general reason for interest in the case of nineteenth'. 
. > • v 

.century England, is that the prices of books , newspapers, and postage fell 

markedly over time. By matching the changes in prices with changes in 

■ _ -, _ s 

6 / . • 
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quantity, one can attempt to map but the demancS schedules -for books, 

< '* ■ *\ 

newspapers, and postal services. A Newspaper prices fell on account of^the 

removal of^ the ^Starap Tax and' ftp soma extent because of improvements \n 

printing technology and paper production. By 1815 the ,stanyp tax on newspapers 

had reached four pqnce a copy* supplemented by further taxes on advertising. 

In*-1836 the stamp tax was lowered to one pence and in 1855 i't was abolished. 

.» ■ ' 

Correspondingly, newspaper prices fell., Whereas in 1830 a copy of the London 
Times, has cost seven pence, in 1870 it only cost three pence. Working class 
periodicals such as Lloyd^s Weekly Newspaper sold for three to four pence a 
copy in the 1840s but only one p'ence a copy following the removal of the stamp 

V. • - . . * 

l 

tax in 1855.^ The fall in' postal trates was perhaps even more marked than for 
newspapers. In the first third of the nineteenth century the monopoly 
position of the Royal^Post Office was used to generate revenue ->over . and above 
the cQst of the* service.. By the 1830s, the typical cost of ^ letter had v 
reached seven to eight pence, th6 cost varying with the distance sent and the 
number of sheets in the letter. Following the postal reform initiated by. 

Rowland Hill in 1839, the cost offending a letter within England fell to a j,. 

c 7 

unifor.u one* penny for the first half ounce/ The introduction ot the steam 
pres^', the replacement . of machine made for hand made paper, the lifting of 
paper duties, ahd* the decision of publishers to aim for the mass market were 
all lowering book/ prices during the nineteenth century. Charles Ktiight 

estimated that the average price of a complete book tfell from 16 shillings in 

> 

** * * 
1828 to 8 shillings in 1853, and the 'introduction ofi reprints and novels In 

* "3 , 

serial forms would have lowered the' effective price even further. These price 
ranges indicate that Knight's estimates refer to book for^ the upper and middle 

classes, as few manual workers would have been likely to pay even 8 } shillings 

/. ' 

for a bo£k. ^However, the same forces lowering the prices of books for the 



v ■ 

.wealthier' elements in -society also seem to "have improved the quality of the 1. 
to 6 penny literaturfe aimed at-the working classes. Whereas in 1820, the 

penny ^jnight have bought a broadside^consistrng of one sheet^/th a few verses 

° y ^ 

describing the trial of Di,ck ' Turpia, by 1850 a pemiy could havejfought a « 

Gothic romance of 50 to 100 "pages and a writing style superior to thfe 
^ < ■ ; . / 

broadside doggerel. & 

Following these price falls, £he use of books, newspapers and the 

mail increased* markedly. .With the reduction of the stamp tax from % pence to 

; 1 pence in 1836 , the number of newspaper stamps 1 ' issued increased from. 32 

million in 1836 to 44 million in 1837 and reached 70 milliofi i.n 1847 . y The 

* v s \ 

removal of the stamp tax in 1855 also removed the only indicator of aggregate 

newspaper circulation jX^. this time (the number of newspapers stamps); however, 

the circulation statistics of ' Lloyd's- Weekly Newspaper, one of the leading,* 

' wcyrking class papers, provides an indicator of the impact of removing the 

v 

stamp tax. In 1843, when. Lloyd's wa§ first published for 3 pence a copy, its 
weekfer circulation was 21, ,000 copies. Its circulation had increased . to 90,000 
cop^Ps in 1853. , following the -lifting of ^ the stamp tax in 1855, Lloyd's 
lowered its price from\3 pence to 2 y^ce and consequent?}* its circulation 
grew t : o 170,000 in 1861. In* the same year, anticipating the removal of the 
paper duty^, -Lloyd's k reduced its price to' a penny and over the next 2 years its 
circulatiSI? more than doubled,' reaching 350,000 in 1863. It took more than 20 
years for Lloyd's circulation to double again and reach its. 1886 level of 
^750,0Q0-copies. 10 In 1*839-', before ttie postal reform, 60 million letters were r 
delivered in England and Wales. In 1840, ope year aft^r the postal reform, 
the letters delivered rose to 132 million and reached 1 billion in 1881 • xhis 
translated into a tenfold increase in letters" per capita between 1839 and 



* Having suggested that large \alls in, the prices of books, newspapers, 

f * 

and the mails markedly increased their usage over^the nineteenth century, the 
task regains of using- this information \:o make; infer rences about the demand 

■ ^ , . . r , 

curves of individual consumers for these materials. My /analysis will focus on 
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have made no use of books, newspapers or the mailsT*. • ^Focussing- *on ^uch a group 



people who before the major 'price falls between 1830- an'd 1855 in ^g land would 

h a 

X ■ ■ V 

allows examination of the full range of variation along their demand carves 

andj-hence makes' it possible to measure their total consumer's surplus from ^ 

r • 
using the various u^terials considered. The individual demand ^purve for each 

of theTmedia considered can be inferred^by first estimating the highest price 

at which the consumer .would want to buy the media material in questioti. This 

.> > • * 

price cdn be estimated' using inf ormation^on prices before the major price 

/ ' ' I . 

*falls. By observing price and estimating quantity consumed" after the price 

f&lls one can then obtain a second point on the demand * schedule for the- media 

material in question. By assuming a linear demand. schedule t one can then 

infer the enti^e^schedule. With an estimate of the demand schedule for the 

particular media material one can then estimate the consumer surplus obtained 

from purchasing material atter the price fall. The magnitude of this surplus 

will be given by 1/2 times the change in price times the quantity consumed 

after the price fall. As quantity here will be measured per year, the 

.expression just mentioned gives the annual flow of .consumer's surplus. One 

, >v \ * : • 

V 

can then' use estimates of lif^ expectancy and internal -,discount rates to 
convert this annual flow into xife lifetime present value of consumer's surplus 
from using a particular media materials By summing the present ,value 
estimates over the various types of media on which information is available 
one then has at least a partial estimate of the consumption value derived from 

*> . - - 

literacy. Such Six estimate will be subject to uncertainty for a number of 
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reasons. First, many consumption uses of. literacy will undoubtedly be omitted 
J simply "because of lack of information on complimentary inputs^ to these uses. 

^V t Second / the estimate implicity assumes Chat the demand sch^c^le'f or media* ' 
materials was not' shifting , although in fact they probably were shifting out 
r durirtg^Ui^^periqd of the price. f all • Both of these factors cause the 

consumer's surplus estimates that follow to be underestimates. In addition,* 
the assumption of linear 'demand schedules is a potential source of error^ 
' although the direction is uncertain, ' K 

" Implementing the estimate requires information on prices and ; . 
-individual consumption of media material beforehand after the price fa-11 and 

:'l ^ ' ; . • ; 

v on life '^expectancies and internal discount rates. Each of these variables, 

• * . . '■ " ) * % '* 

J probably diferred from person 'to person, and for^given person over the life 

^ cycl£. Consequently what follows will* consider 'the .plausible range of values 

7 for these variables' following the ma j or./ price falls of -183O-1850. The lower . N 

limit of the consumer's surplus gain was undoubtedly zero, since even after 

the price falls there were surely some literates who made no use of books, 

newspapers or the mail. 12 : To examine the range of positive values .forithe % 

cons xnejr's surplus gain, consideration will be' given in turn to ' the price - 

. before the price fall, the price after the price fall and the .quantity 

' consumed after the price fall for newspapers, books, and letters^ and life 
■ .■* * i 

expectancy frdm age of acquiring literacy and to the internal discount . rate. /* 
* J t ' . ' \ 

- • . : . . N ' '■■ ' ••••>. 

^ Newspapers c r i » 

The upper limit for annual usage after the' price fall was .probably 
set by the 369 annual issues for a given daily' newspaper and the ,52. annual 
r . issues for a given weekly. These limits could have been_ exceeded through 

reading more than ona^g^ven newspaper per* day or per. week; however, this was 
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probably not the common practice for the working class reader. Indeed, most 
accounts suggest that before 1890, working class readers read primarily 
weeklies rather than dailies. 13 Average usage rates can be examined by using 
stamp tax statistics to estimate newspaper circulation per literate adult. 

Annual newspaper circulation per literate adult canN^e estimated at 10 in 1841 

^ "1 14 ' ' * 

and 20 in 1851. « 

The upper limit for the maximum pri^.e a working class reader would 

pay for a newspaper is probably given by the 4 pence maximum price at which 

working class newspapers sold in the 1830s and 1840s. The actual price after 

the price fall probably did not fall below l\ penny in most cases, although a 

' 15 

few working class periodicals did come out for a half penny. 

$ ; ■ - ,r 

Books *K 
VThe. range -of possible book prices and consumption levels was 
particularly wide. It is not beyond the realm of possibility that some 
working class readers devoured 3 or 4 novels a day or paid out 30 shillings 
for a 1 new copy of Ivanhoe in the 1830s; however, such occurences were surely 
quit-.rar?. Some guidance on usage after' the 1830-50 price falls is provided 
by a description by Flora Thompson of the reading habits of women in her 
Oxforshire hairnet in the 1880s. 16 Thompson suggests that^each woman purchased 
a penny, novelette each week, implying purchases of 52 per year. However, as 
Thompson's -description refers to swapping among readers, one suspects that an 
avid reader in a situation where reading matter could not be exchanged would 
have purchased even more. Kin' the absence of additional information, the 
consumption of 52 books a year will be 'taken as a likely candidate for usage 
after the price fall for an avid reader in the late nineteenth century, 
although to._ allow for particularly voracious readers, a range of up to 150 



\ 



books per year will be considered. 

The range of prices that working class?* readers would^ have been 
willing and actually did pay for ^6'oks, is also hard to gauge. Mayhew reports 
that used' books aimed at working class readers in London sold for ] or 2 
shillings (Mayhew mentions that working class readers would net have bought 
these books new). 17 It is not inconceivable, however ,\that particularly avid 
working class readers purchased the 5 shilling reprints* aimed at the Viddle 
classes, and so "5 shillings will be used here as an upper limit to the maximum 

price ^working class reader would have paid. A lower range for book prices 

* 18* 
after 1850, would be the 1 to 6 pence charged for f pamphlets and novelettes. 

s 

I \ 

r 

< Letters 

An upper limit for working class letter consumption after the 1839 
postal reform wquld be provided by Post Office statistics on letter 
delivery. In 1881 ,/ letters delivered per capita were 40, which would 
translate into approximately 144 per literate. iV This, however, overstates 
working class consumption of letters, as a disproportionate amount of the 
annual voDurce of let tors was almost surely accounted for by the middle »nd 
upper classes asywell as business mail. Flora Thompson provides some guidance 
on working class letter writing patterns in the 1880's. In describing her 
village, she referred to young men writing weekly love letters, and at another 
point, to daughters in domestic service sending home money once a month. She 
also refers to the postman telling one hamlet resident particularly eager for 
£&tX that she had received a letter "just last week". An estimate of average 
delivery in the hamlet can be made from Thompson's statement that for. the 
^-entire hamlet consisting of about SO'cottages, daily delivery was "at best 2 
or 3 letters^" 20 Assuming 250 delivery days per year, Thompson's statement 



woul-d suggestf a maximum delivery of 750 letters per year f$r the hamlet or 25 
per household. The upper limit for usage after the postal reform, then, was 
problably no more th&n 100 letters per year,* with few working class households 
receiving more- than one letter per week. " -v>/ 

As mentioned above, postal rates in the 1830's before the 1839_ l postal . 
reform averaged 7 to 8 pence per letter. This was probably towards the upper 
^limit for what a working class person would have been willing to pay 
contemporary reports indicate that the working glasses were not willing to pay 
prevailing postal rates at this time. After the postal reform-, a letter could 
cost as' little as a penny to send anywhere in England. , 



Converting to Present Values / 
the previous discussion has presented estimates of the compcments of 
the annual flows or consumer's surplus from using reading and writing 

v. 

materials. To convert these annual flows into present values one requires 

v. 

estimates of: life expectancies and internal discount rates. * m 

"A^e specific life expentancy estimates for England have been made by 
Warren Thompso;f. Thompson estimated «-hat over the perioc 1839-54 a 10 year 
old could have expected to live to age 47. If literacy was acquired at age 
10, this estimate suggests that in nineteenth century England literacy would 
have provided a consumption stream for roughly 35 to 40 years. Allowance will 
be made^here for variation in life, expectancies by considering, consumption 
streams ranging from 25 to 50 years. * 

I can see no good way to get direct evidence on the appropriate 

7 _ 

internal discount rate. Although there would seem to be no clear upper bound 
for a^i internal discount rate on the literacy consumption stream, discount 

V. 

rates of 5, 10, 15 and 20 percent are considered here to establish how 



sensitive the present values of the consumption streams would have been to 

alternative* values for the discount rate. 

h . \ ^ 

The components of the consumption benefit expression are ' used to 

*>> . • 

estimate the' rdnge of present N values for the covisumption benefits to literacy 
in tabjes. 1, 2, 3, and 4. * 

The possible range "Of present values implied is considerable from 
zero as, initially suggested up to 474.5 pounds for a consumer f aping the 

maximum' price and quality changes in each of the annual flow tables and the 

S ' J - \ 

particularly favorable discount rate and usage period of 5 percent and 50 

years in the present value table. Although such a wide range communicates 

little more than agnosticism about the consumption' value o^ literacy, 

consumption *at levels in upper end of the range, though not impossible, was 

probably on^y characteristic of, unusually motivated working class readers, and 

in particular, readers who would have read actively^evegi before the 1830-50 

price falls. A plausible upper range of consumption in the second half of the 

nineteenth century fyr an active working class reader might have been 52 K\ 

newspapers} 52 novelettes and 26 letters a year. Most working class readers 

read only weekly newspapers until the 1890'd, as stated above. The women in 

v. 

Flora Thompson's hamlet purchasing novelettes weekly seem to jhave been 

particularly avid readers, and few in the hamlet seem to have received a 
•> 

letter more than every two weeks. 

Using an upward biased discount rate of 5 percent and usage period of 
50 years as well 5 as plausible upper limits for the price change and usage 
after the price change yields an estimate for the pre s ent<y value of consumption 
benefits to literacy of 25.33 pounds. Evidence is too syarse to state with 
any certainty how the consumption value of literacy for the English working 
x classes would have been distributed below this upper limit. However a 
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evidence that newspapers were spreading into rurll Villages during this time 

7 " ■ 

as well as the increasing proportion { oi f afti^Faborers after 1850 with. 

' I 1 • ' ' v ' ■" * 

daughters domestic service sending letters home, makes it likely that a 

'I * . . - 

substantial proportion of' the working classes had expected consumption 

benefits considerably above ze s ro. Perhaps' a reasonable estimate -of 1 typical^ 

c. 

value would be tfalf of the upper bound estimate just presented of 12.5 pounds,; 

--- -K J r 

\ 
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.-. , TABLE _ 1 

• .» • ' 

RANGE FOR THE ANNUAL FLOW OF CONSUMER'S SURPLUS FROM NEWSPAPERS 



% r \ 
n x 












Annual 




f Price ChaAj 


je in) Pence 




Usage Rates * 


1 


2 


3 


4 


0 










, 5 


5 . • 


10 


" v 15 


20 


10 


10 


20 j 


', 30^ 


40 


15 


* 15 


30 




60 


20 


20 


40 


60 


30 


30 


30 


. 60 


90 1 - 


120 


\ . 40 


40 


80 


1-20 


160 


A 50" 


50 


100 


150 


200 


100 


k . ' 100 


*. 200 


300 ' * . 


400 


150 


150 


300 


450 


' 600 


200 


200 


400 


600 


800 


250 


250 


500 


750 


1O0O 


300 


300 


600 


900 


1200 


350 


350 


700 


« 1050 


1400 
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** ^ABLE 2 



> R^ANGE FOR THE ANNUAL STREAM Q? CONSUMER'S SURPLUS FROM BOOKS 



Annual 7" 1 ! Pricey Change in- Pence 



Usage- Rates 
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3 


4 


5 


6 . 


12 1 


18 


24 


36 


. . i: as 


60 


0 
5' 


5' 


10 


15 


20 


25 


30 


60 


90 


120 


180 


240 


300 


10 


10 


- 20 


30 


40 


50 


60. 


120 


180. 


'240 • 


360 


480 


600 


15 


15 ' 


30 


45 


60 


75 0 


90. 


180 


27 0 
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720 


900 


20 


20* r . 


40 


60 


80 


100 


120 


240 


360. s 


,190 s 


V 720 


960 
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30 


30 : 


60 


90 


120 


150 


180 v 


36 0 


54 0\ "* 


720 


\Q80- 


1440 


1800 


40 


. 40 


80 


120 


160 


200 - 


240 


480 


720 


960 


yl'44.0 


1920 


2400 


50 


50 


100 


150 


200 


250 


300 . 


6.00 


'900 . 


12007- 


1800 


2400 


3000 


75 ' 


75 


150 


225- 


300 


375 


'450 


900 


1350 ' 


1800 


2700 


3600 


45 0& 
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100 


200 


3bo 


400 


500 


600 


11200 


j 1800 


2400 


3600 


4800 
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TABLE 3 

RANGE OF THE ANNUAL STREAM OF CONSUMER'S SURPLUS FROM LETTERS 



Annual 



Price Change In ^Pence 



Usage Rates 


1 


2 


3 


4 


" 5 


6 • 


7 


8 


6 ' 














: ; f 




" 5 ^ 




10 


15 


. 20 


V'25 


30 


35 


'' 40 


* 10 


10 


20, 


30 


40 


50 


60 


70 


80 


12 


12 


1 Jtk , 


..36 


• 48 


60 


72 


8-4 


96 


15 


15 


30 


45 


60 


75 


90' 


105 • 


120 


20 


20 


40 


60 


80 


100 


120 


140 


160 


30 


30 


60 


90 


120 


',150 


• 180 


210 


260 


40 


40 


80 


120 


160 


200 


•240 


280 


320 


50 


50 


100 


150" 


200 


250 


300 


350 


400 


100 


, 100 


' 200 


300 


400 


5.00- 


600 


700 


800 


150 
200 


150 


300 


'450 


600 


750 


900 


1050 


1200 


200 


4C0 


600 


COD 


1000 


1200 


I40O 


.600 «*• 


250 


250 


500 


750 


1000 


1250 


1500 


1750 

V 


2000 
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"'TABLE 4. 



\ • 



rOMV^RSION FACTORS FOR GOING FROM CURRENT SLOWS TO PRESENT VALUES'' 
• • , 1 - (1/1-rf 

1 - (1/1-r) : 



i 



.05 



.10 



.15 



.20 



25 
30 
35 
40 
45 
50 



15.733 
17 .140 
18.240 
19.115- 
19.790 
20.333 



9.978 
jvlO.363 
Jo. 604 
f 10.747 
10.839 
10.896 



7.405 
7.521 
7.578 
7.606 
7.620 
7.627 



4- 



5.926 

5.963 

5.978 

5.984 

5.986' 

5.987 



Note: n it. the years of uiage, 

r is „the internal discount rate. 



Ill 

To put the consumption' benefit estimates just presented ii^to s J 
•perspective I turn now to comparing these estimates with estimates for the fc . 

pecuniary benefits and the costs of literacy, 

« ■ ' ' 7 
One issue in such comparisons would be to consider whether the 

consuraption^benef its ^ofs literacy alone would hye been large enough t^ justify 

incurring the cost- ofiacquiring literacy. I have estimated elsewhere that the 

total cost of acquiring literacy in nineteenth 'century England ranged from 6 

to '14 pounds with an average of 10 pounds. This total was composed of direct 

tuition costs ranging from .5 to^l.8 pounds and .opportunity costs ranging from 

6' to 12 pounds. 23 Thus with consumption benefits- typically • at 12.5 pounds and' 

plausibly as high as 25 pounds, -those benefits al,one may have been sufficient 

*\ c v 

incentive for people in the English wofk\ng classes to acquire literacy. 

A second issue is the relative importance of itecuniary versus 
consumption benefits as incentives, for acquiring literacy. Elsewhere I have, 
estimated that the expected pecuniary benefits of literacy for an Englishman 
of humble background in the nineteenth century ranged from 7 to 100 pounds 
with a mear value of evomti 59 pounds • 24 Expected pecuniary benefits do 
appear to have been larger than 4 expected consumption benefits. But the 
consumption benefits were' possibly at levels 25 to 50 percent of the pecuniary 
benefits and thus were by no means a negligible proportion of total, 
benefits. Moreover considerable uncertainty appears • to have been, associated 
with the pecuniary benefits. Elsewhere I have compared earnings of literate 
./and illiterate sons of laborers during this time period, \ This work suggests s ^ 
that fflth^ough ex ante literacy did. of f er a positive expected wage premium, as 
many as half of all literate sons of laborers^ 5 received no wage premium for 
their literacy.* Thus it appears' that literacy had to interact with other, > 



factors such as ability 6^ specific skills to command a wage premium. 
Although the consumption benefits of literacy was surely also subject to 
considerable individual variation, the pervasiveness of access to newspapers, 
books, and postage discussed above may have £een strategic in providing those 

in the lowest social classes with little hope of using literacy in the labor 

I 

market other incentives £or\ acquiring literacy. 

\ A third issue in interpreting the consumption benefit estimate 
arises from noting that much of the decline, in ^prices in newspapers and 

* # * ' V . \ 

postage can be attributed to government policy: nLn particular lowering and | 
then eliminating newspaper taxes J and reducing .postal rates. The question 
arises of the magnitude of the impact of these policy changes compared with 
other government policies affecting incentives to acquire literacy . ' The most 
obvious of these other policy changes was state provision of subsidized 

• / • 

schobling and restrictions on child labor. One can estimate the consumer's 
surplus gain from the falling newspaper taxes/and postal rates as a ^presentj 
value of about 2 to 7 pounds. Elsewhere I have estimated that* the fall in 
tuition costs of literacy due to provision of subsidized schooling was about 1 
pound. 2 ^ The fall in opportunity costs due to child labor legislaticu is more 
obscure* The ,fall could have been as high- as 10 to 15 pounds if the 
legislation was strictly enforced and applied in situations with relatively 



high opportunity costs. However, the actual impact was probably considerably 
lower due both to weak enforcement and abundant opportunities for child labor 
in areas not directly regulated by parliamentary legislation. Thus through 
apparently indirect channels, the impact of government pplicy on the 
consumption benefits of literacy may have been a far more important factor^ in 
the rise o£ popular literacy in nineteenth ^century England than the far more 
'obvious channels' of school provision and child labor legislation. 
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These results for nineteenth century England would suggest that 

Cv. . 

consumption benefits should als6 be considered in analyses of literacy in 

currently developing countries. However this conclusion must be tempered by 

noting some obvious differences between the situation in nineteenth century 

England and that in many developing countries. ~ ^ 

First, many developing countries today have substantially lower 

literacy rates than England in the nineteenth century. As recently as the 

1960s, some African countries had literacy rates under 10 percent and many 

were in the 10 to 20 percent ranged • Such populations -almost surely have far^ 

less contact with literates or literacy materials than illiterate Englishmen 

in the nineteenth century.. Consequently in situations of improved access to*a 

lower cost of literacy materials, considerations related to the diffusion of 

information concerning the basic nature of literacy and to basic shifts in 

outlook^ associated with encountering literate culture- are likely to be far 

more important than tfcey were for the case of nineteenth century England. 

-Second, in the twentieth century traditional printed and written K 

ntedin f<'.ce increasing cotyotitiori from electronic medi?., In currently 

developing countries the most important competitor is probably the radio. 

' Many population groups in developing countries may have better access to 

radios than to printed matter or the mails. Since the radio .would not seem to 

i 

require literacy, this would seem to be a force lowering the consumption 

benefits of literacy. At the same time the existence of competing forms- of 

communciations media may provide a policy tool by which governments can affect 

/ ' • s 

incentives to acquire literacy. Subsidizing printed relative to electronic 

'media may be an important indirect way of increasing the benefits and hence 
the incentives to acqi/ire literacy. 
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